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December 29, 1999 Ex PAETE
CESmRE % T TLATE By
EX PARTE RECEEVE[}
Ms. Magalie Roman Salas DEC 2 9 1999
Secretary
Federal Communications Commission Rl COMMUNICATIONS COMMIRSION
OFFICE OF THE SECRETARY

445 12" Street, S W.
Washington, D.C. 20554

Re: CC Docket No. 96-45

Dear Ms. Salas:

On June 10, 1999, Larry Fenster, Alan Lentz, and I of MCI WorldCom met with Irene Flannery,
Sharon Webber, and Beth Valinoti of the Common Carrier Bureau’s Accounting Policy Division.
We discussed the issues described in the attached document, which was distributed at the meeting
and served as the basis for our discussion.

An original and one copy of this memorandum are being filed with your office.

Sincerely,
%@‘: [

Lori Wright
Senior Manager, Regulatory Affairs

cC: Irene Flannery
Sharon Webber
Beth Valinoti
Praveen Goyal
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ar 2 E-Rate

am Administration

tes and proposed solutions to
~implementing timely discounts

MCIl WorldCom
June 10, 1999




ussion Points

nely implementation of Year 2 billing
nding Commitment Decision Letters
ram structure issues

~* Proposed solutions and recommendations
— Continue BEAR process for Year 2

— Use Year 3 Task Force to Consider Permanent, Cost
Effective, Billing Solutions




e Left Little Development
~ Time

ent Decision Letters are delayed

_;o»»»»évre to receive discounts beginning July 1

dCom lacked full information about Year 1 customers
>DLs were received in April 1999

Timely information about enrolled customers is critical to
~ defining an effective billing solution

— Extending deadlines for school applications and for FCDL
distribution should lead to extending deadlines for carriers

* Documentation defining carrier standards for Year 2
billing has not yet been distributed




roach Is Incompatible
isting Billing Systems

scounts differ from typical tariffed
1t programs

fear 2 funding rules require new ways of

- defining customers




yunts Differ From Typical
count Programs

RAM E-RATE PROGRAM

* Each customer may have a
unique discount percentage

'ifalw}a S * Service may or may not be
or all enrolled discounted, depending on

custom ers funding category
- Customer use of service has * Discount eligibility differs
‘no impact on discount depending on customer use
* Discounts apply to products * SLD product definitions differ
as defined by MCIW from MCIW
* All discounts are calculated * Discounts calculated and
and applied to base rates applied net of other discounts
* Discount percentage and cap * Discount percentage and cap

fixed for tariff duration vary during enroliment period




ain terms of
ts and caps

One to-one ratio between
discount plan enrollment
and customer billing ID

Customer data stored in
standard order entry
databases

E-RATE CUSTOMERS

Defined by Funding
Request Number

Discount and cap may
include charges billed on
multiple invoices

Consortium rules permit
separate customers to
receive a joint discount

Data must be stored in a
database built specifically
to support E-rate

MCI WGRZ;H.




ules Create Major Hurdles
*MCI WorldCom

entry systems cannot support E-Rate

m has absorbed the capital cost of creating a
latabase

gdata entry leads to increased operating costs

g discount and cap rules requires substantial
- system development
- — An estimated $2M to $3M investment is needed

— Development will not benefit other customers since approach
differs from what is needed in the marketplace

— Changing percentages and caps adds to complexity and cost

 Standard audit, trouble management, and customer
service processes do not support E-Rate




New Solution Needed?

f Year 2 billing are out of proportion to
ided to schools and libraries
nue needed to recover investment is

e annual benefit to each applicant is only $350, or a
160,000

- * Year 3is expected to bring changes, resulting in
continued impacts to capital and operating costs

* Coordinating with state funds further compounds the
impact of proposed Year 2 billing




nterim Solution:
BEAR Process for Year 2

e immediate crisis of implementing a
ing process by 7/1

required to implement its proposed Year
ling approach

. Year 2 BEAR forms could be filed quarterly or semi-
" annually

* Customers, carriers, and SLD are familiar with the
process

* Provides time to consider options to solve issues
and plan a smooth implementation for Year 3

MCI




g Term Option 1:
le the BEAR Process

S has not burdened schools with cash flow

:r:---r-r:establlshed SLD in the belief it would be the most
efficient E-Rate billing and reimbursement entity

* MCIWorldCom agrees and recommends SLD continue in
this role




y Term Option 2:
Fixed Monthly Credits

credit equal to 1/12 of the cap amount to
invoice

yenefit from fixed credits

)ws schools to receive payments without delay

Delivers benefits each month rather than quarterly

* Utilizes established processes to control costs
— The SLD determines maximum discount per application using
existing priority rules
— SLD notifies school and carrier of percentage and cap

— Carrier claims reimbursement using established process

micCi




1g Term Option 3:
Irse Schools Directly

and approval processes remain the same
'mines the cap for each funding request

es the school of discount percentage and caps and
ier of eligible applicants

- Carrier provides service with no discounts, without
: demandmg payment from the customer for up to 3 months

* Reimbursement process differs
— School submits carrier bills to SLD

— SLD determines discount credit and distributes funds to
school

— School pays in full to carrier




dations and Next Steps

ernatives for a long term solution
e carriers and customers in the process

. Consider different approaches for services and equipment
purchases

— Equipment represents a one-time capital expenditure while
services represent monthly operating costs

* By December, 1999 announce a final Year 3 approach




